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Introduction

It is often taken for granted, at least where economic objectives are
involved, that groups of individuals with common interests usually
attempt to further those common interests. Groups of individuals
with common interests are expected to act on behalf of their common
interests much as single individuals are often expected to act on
behalf of their personal interests. This opinion about group behavior
is frequently found not only in popular discussions but also in
scholarly writings. Many economists of diverse methodological and
ideological traditions have implicitly or explicitly accepted it. This
view has, for example, been important in many theories of labor
unions, in Marxian theories of class action, in concepts of “counter-
vailing power," and in various discussions of cconomic institutions.
It has, in addition, occupied a prominent place in political science,
at least in the United States, where the study of pressure groups has
been dominated by a celebrated “group theory” based on the idea
that groups will act when necessary to further their common or
group goals. Finally, it has played a significant role in many well-
known sociological studies.

The view that groups act to serve their interests presumably is
based upon the assumption that the individuals in groups act out
of self-interest. If the individuals in a group altruistically disregarded
their personal welfare, it would not be very likely that collectively
they would seck some selfish common or group objective. Such
altruism, is, however, considered exceptional, and self-interested be-
havior is usually thought to be the rule, at least when economic
issues are at stake; no one is surprised when individual businessmen
seck higher profits, when individual workers seck higher wages, or
when individual consumers seek lower prices. The idea that groups
tend to act in support of their group interests is supposed to follow
logically from this widely accepted premise of rational, self-interested
behavior. In other words, if the members of some group have a
common interest or objective, and if they would all be better off if
that objective were achieved, it has been thought to follow logically
that the individuals in that group would, if they Were rational and
self-interested, act to achicve that objective.

But it is ot in fact true that the idea that groups will act in their
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2 The Logic of Collective Action

self-interest follows logically from the premise of rational and sclf-
interested behavior. It does noz follow, because all of the individuals
in a group would gain if they achieved their group objective, that
they would act to achieve that objective, even if they were all rational
and self-interested. Indeed, unless the number of individuals in a
group is quite small, or unless there is coercion or some other special
device to make individuals act in their common interest, rational,
self-interested individuals will not act to achieve their common or
group interests. In other words, even if all of the individuals in a
large group are rational and sclf-interested, and would gain if, as a
group, they acted to achieve their common interest or objective, they
will still not voluntarily act to achicve that common or group interest.
The notion that groups of individuals will act to achieve their com-
mon or group interests, far from being a logical implication of the
assumption that the individuals in a group will rationally further
their individual interests, is in fact inconsistent with that assumption.
This inconsistency will be explained in the following chapter.

If the members of a large group rationally seek to maximize their
personal welfare, they will nor act to advance their common or
group objectives unless there is coercion to force them to do so, or
unless some separate incentive, distinct from the achievement of the
common or group interest, is offcred to the members of the group
individually on the condition that they help bear the costs or burdens
involved in the achicvement of the group objectives. Nor will such
large groups form organizations to further their common goals in
the absence of the coercion or the separate incentives just mentioned.
These points hold true even when there is unanimous agreement in a
group about the common good and the methods of achieving it.

The widespread view, common throughout the social scienccs, that
groups tend to further their interests, is accordingly unjustified, at
least when it is based, as it usually is, on the (sometimes implicit)
assumption that groups act in their self-interest because individuals
do. There is paradoxically the logical possibility that groups com-
posed of cither altruistic individuals or irrational individuals may
sometimes act in their common or group interests. But, as later,
empirical parts of this study will attempt to show, this logical possi-
bility is usually of no practical importance. Thus the customary view
that groups of individuals with common interests tend to further
those common interests appears to have litdle if any merit.

Introduction 3

None of the statements made above fully applies to small groups,
for the situation in small groups is much more complicated. In
small groups there may very well be some voluntary action in sup-
port of the common purposes of the individuals in the group, but
in most cases this action will cease before it reaches the optimal
Jevel for the members of the group as a whole. In the sharing of the
costs of efforts to achieve a common goal in small groups, there is
however a surprising tendency for the “cxploitation” of the great
by the small.

The proofs of all of the logical statements that have been made
above are contained in Chapter I, which develops a logical or theoreti-
cal explanation of certain aspects of group and organizational behav-
ior. Chapter 1I examines the implications of this analysis for groups
of different size, and illustrates the conclusion that in many cases
small groups are more efficient and viable than large ones. Chapter
111 considers the implications of the argument for labor unions, and

draws the conclusion that some form of compulsory membership is,

in most circumstances, indispensable to union survival. The fourth
chapter uses the approach developed in this study to examine Marx’s
theory of social classes and to analyze the theorics of the state de-
veloped by some other economists. The fifth analyzes the “group
theory” used by many political scientists in the light of the logic
claborated in this study, and argues that that theory as usually under-
stood is logically inconsistent. The final chapter develops a new
theory of pressure groups which is consistent with the logical rela-
tionships outlined in the first chapter, and which suggests that the
membership and power of large pressure-group organizations does
not derive from their lobbying achievements, but is rather a by-
product of their other activities.

Though I am an economist, and the tools of analysis used in this
book are drawn from economic theory, the conclusions of the study
are as relevant to the sociologist and the political scientist as they are
to the economist. 1 have, therefore, avoided using the diagrammatic-
mathematical language of cconomics whenever feasible. Unfortu-
nately, many noneconomists will find one or two brief parts of the
first chapter expressed in an obscure and uncongenial way, but all
of the rest of the book should be perfectly clear, whatever the reader’s
disciplinary background.
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A Theory of Groups and Organizations

A. THE PURPOSE OF ORGANIZATION

Since most (though by no means all) of the action taken by or on
behalf of groups of individuals is taken through organizations, it will
be helpful to consider organizations in a general or theoretical way.!
The logical place to begin any systematic study of organizations is
with their purpose. But there are all types and shapes and sizes of
organizations, even of cconomic organizations, and there is then
some question whether there is any single purposc that would be
characteristic of organizations generally. One purposc that is none-
theless characteristic of most organizations, and surely of practically
all organizations with an important economic aspect, is the further-
ance of the interests of their members. That would scem obvious, at
Jeast from the economist's perspective. To be sure, some organizations
may out of ignorance fail to further their members’ interests, and
others may be enticed into serving only the ends of the leadership,?

1. Economists have for the most part neglected to develop theories of organiza-
tions, but there are a few works from an economic point of view on the subject. See,
for example, three papers by Jacob Marschak, “Elements for a Theory of Teams,”
Management Science, 1 (January 1955), 127-137, “Towards an Economic Theory of
Organization and Information,” in Decision Processes, ed. R. M. Thnall, C. H. Combs,
and R. L. Davis (New York: John Wiley, 1954), pp. 187-220, and “Efficient and
Viable Organization Forms,” in Modern Organization Theory, ed. Mason Haire (New
York: John Wiley, 1959), pp. 307-320; two papers by R. Radner, “Application of
Linear Programming to Team Decision Problems,”” Management Science, V (January
1959), 143-150, and “Team Decision Problems,” Annals of Mathematical Statistics,
XXXII (September 1962), 857-881; C. B. McGuire, “Some Team Models of a Sales
Organization,” Management Science, VI (January 1961), 101-130; Oskar Morgen-
stern, Prolegomena to a Theory of Organization (Santa Monica, Calif.: RAND
Rescarch Memorandum 734, 1951); James G. March and Herbert A. Simon, Organiza-
tions (New York: John Wiley, 1958); Kcnneth Boulding, The Organizasional
Revolution (New York: Harper, 1953).

2. Max Weber called attention to the case where an organization continues to exist
for some time after it has become mcaningless because some offcial is making a
living out of it. See his Theory of Social and Ec ic Organization, trans. Talcott
Parsons and A. M. Henderson (New York: Oxford University Press, 1947), p. 318.

s




6 The Logic of Collective Action

But organizations often perish if they do nothing to further the
interests of their members, and this factor must severely limit the
number of organizations that fail to serve their members.

The idea that organizations or associations cxist to further the
interests of their members is hardly novel, nor peculiar to economics;
it goes back at least to Aristotle, who wrote, “Men journey together
with a view to particular advantage, and by way of providing some
particular thing nceded for the purposes of life, and similarly the
political association seems to have come together originally, and to
continue in existence, for the sake of the general advantages it
brings.” * More recently Professor Leon Festinger, a social psycholo-
gist, pointed out that “the attraction of group membership is not so
much in sheer belonging, but rather in attaining something by means
of this membership.”* The late Harold Laski, a political scientist,
took it for granted that “associations exist to fulfill purposes which
a group of men have in common.” ®

The kinds of organizations that are the focus of this study are
expected to further the interests of their members.® Labor unions are
expected to strive for higher wages and better working conditions
for their members; farm organizations are expected to strive for
favorable legislation for their members; cartels are expected to strive
for higher prices for participating firms; the corporation is expected
to further the interests of its stockholders;” and the state is expected

3. Ethies viii.9.1160a.
4. Leon Festinger, "Group Attraction and Mcmbership,” in Group Dynamics, ed.

Dorwin Cartwright and Alvin Zander (Evanston, 1ll.: Row, Peterson, 1953), p. 93.
5. A Grammar of Politics, 4th ed. (London: George Allen & Unwin, 1939), p. 67.
6. Philanthropic and religious organizations are nut necessarily expected to serve

only the interests of theit members; such organizations have other purposes that are

considered more important, however much their members “need” to belong, or are
improved or helped by belonging. But the complexity of such organizations need not

be debated at length here, because this study will focus on organizations with a

significant economic aspect. The emphasis here will have something in common with

what Max Weber called the “associative group™; he called a group associative if "the
orientation of social action with it rests on a rationally motivated agreement.” Weber
contrasted his “associative group” with the “communal group” which was centered
on personal affection, erotic relationships, ctc., like the family. (See Weber, pp. 136~

139, and Grace Coyle, Social Process in Organized Groups, New York: Richard Smith,

Inc., 1930, pp. 7-9.) The logic of the theory developed here can be extended to cover

communal, religious, and philanthropic organizations, but the theory is not particularly

useful in studying such groups. See my pp. 61n17, 159-162.

7. That is, its members. This study does not follow the terminological usage of
those organization theorists who describe employees as “members” of the organization
for which they work. Here it is more convenient to follow the language of everyday

e by
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to further the common interests of its citizens (though in this nation-
alistic age the state often has interests and ambitions apart from those
of its citizens).

Notice that the interests that all of these diverse types of organi-
zations are expected to further are for the most part common
interests: the union members’ common interest in higher wages, the
farmers' common interest in favorable legislation, the cartel members’
common interest in higher prices, the stockholders’ common interest
in higher dividends and stock prices, the citizens’ common interest in
good government. It is not an accident that the diverse types of
organizations listed are all supposed to work primarily for the
common interests of their members. Purely personal or individual
interests can be advanced, and usually advanced most efficiently, by
indi.vidual, unorganized action. There is obviously no purpose in
having an organization when individual, unorganized action can
serve the interests of the individual as well as or better than an
organization; there would, for example, be no point in forming an
organization simply to play solitaire. But when 2 number of indi-
v_iduals have a common or collective interest—when they share a
single purpose or objective—individual, unorganized action (as we
'shall soon sce) will either not be able to advance that common
interest at all, or will not be able to advance that jnterest adequately.
Organizations can therefore perform a function when there are
common or group interests, and though organizations often also
serve purely personal, individual interests, their characteristic and
primary function is to advance the common interests of groups of
individuals.

The assumption that organizations typically exist to further the’
common interests of groups of people is implicit in most of the
literature about organizations, and two of the writers already cited
make this assumption explicit: Harold Laski emphasized that organ-
izations exist to achieve purposes or interests which “a group of men
have in common,” and Aristotle apparently had a similar notion in
mind when he argued that political associations are created and
maintained because of the “general advantages” they bring. R, M.

usage instead, and to distinguish the members of, say, a union from the employees
of that union. Similarly, the members of the union will be considered employees of
the corporation for which they work, whereas the members of the corporation are
the common stockholders,
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8 The Logic of Collective Action

Maclver also made this point explicitly when he said that “every
organization presupposes an interest which its members all share.”®

Even when unorganized groups are discussed, at least in treat-
ments of “pressure groups” and “group theory,” the word “group”
is used in such a way that it means “a number of individuals with
a common interest.” It would of course be reasonable to label even a
number of people sclected at random (and thus without any common
interest or unifying characteristic) as a “group™; but most discussions
of group behavior scem to deal mainly with groups that do have
common interests. As Arthur Bentley, the founder of the “group
theory” of modern political science, put it, “there is no group without
its interest.” ® The social psychologist Raymond Cattell was equally
explicit, and stated that “every group has its interest.” '° This is also
the way the word “group” will be used here.

Just as those who belong to an organization or a group can be
presumed to have a common interest,'* so they obviously also have
purely individual interests, different from those of the others in the
organization or group. All of the members of a labor union, for
example, have a common interest in higher wages, but at the same
time cach worker has a unique interest in his personal income, which
depends not only on the rate of wages but also on the length of time
that he works. '

8. R. M. Maclver, “Interests,” Encyclopaedia of the Social Sciences, VII (New York:
Macmillan, 1932), 147.

9. Arthur Bentley, The Process of Government (Evanston, I.: Principia Press,
1949), p. 211. David B. Truman takes a similar approach; sce his The Governmental
Process (New York: Alfred A. Knopf, 1958), pp. 33-35. See also Sidney Verba,
Small Groups and Political Behavior (Princcton, N.J.: Princeton University Press,
1961), pp. 12-13.

10. Raymond Cattell, “Concepts and Methods in the Measurement of Group
Syntality,” in Small Groups, ed. A. Paul Hare, Edgard F. Borgatta, and Robert F.
Bales (New York: Alfred A. Knopf, 1955), p. 115.

11. Any organization or group will of course usually be divided into subgroups or
factions that are opposed to one another. This fact does not weaken the assumption
made here that organizations exist to serve the common interests of members, for the
assumption does not imply that intragroup conflict is neglected. The opposing groups
within an organization ordinarily have some interest in common (if not, why would
they maintain the organization?), and the members of any subgroup or faction also
have a separate common interest of their own. They will indced often have a
common purpose in defeating some other subgroup or faction. The approach used
here does not neglect the conflict within groups and organizations, then, because it
considers each organization as 2 unit only to the extent that it does in fact attempt to
serve a common interest, and considers the various subgroups as the relevant units
with common interests to analyze the factional strife.
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B. PUBLIC GOODS AND LARGE GROUPS

The combination of individual interests and common interests in
an organization suggests an analogy with a competitive market The ’
firms in a perfectly competitive industry, for example, have a com-
mon interest in a higher price for the industry’s product. Since a
uniform price must prevail in such a market, a firm cannot expect a
higher price for itsclf unless all of the other firms in the industry also
have this higher price. But a firm in a competitive market also has an
interest in selling as much as it can, until the cost of producing an-
other unit exceeds the price of that unit. In this there is no common
interest; cach firm's interest is directly opposed to that of every other
firm, for the more other firms scll, the lower the price and income
for any given firm. In short, while all firms have a common interest
in a higher price, they have antagonistic interests where output is
concerned. This can be illustrated with a simple supply-and-demand
model. For the sake of a simple argument, assume that a perfectly
competitive industry is momentarily in a disequilibrium position,
with price exceeding marginal cost for all firms at their present out-
put. Suppose, too, that all of the adjustments will be made by the
firms already in the industry rather than by new entrants, and that
the industry is on an inelastic portion of its demand curve. Since
price exceeds marginal cost for all firms, output will increase. But as
all firms increase production, the price falls; indeed, since the in-
dustry demand curve is by assumption inclastic, the total revenue
of the industry will decline. Apparently each firm finds that with
price exceeding marginal cost, it pays to increase its output, but the
result is that cach firm gets a smaller profit. Some economists in an
carlier day may have questioned this result,'? but the fact that profit-
maximizing firms in a perfectly competitive industry can act contrary
to their interests as a group is now widely understood and accepted.'®
A group of profit-maximizing firms can act to reduce their aggregate
profits because in perfect competition each firm is, by definition, so
small that it can ignore the effect of its output on price. Each firm
finds it to its advantage to increase output to the point where mar-

12. See J. M. Clark, The Economics of Overhead Costs (Chicago: University of
Chicago Press, 1923), p. 417, and Frank H. Knight, Risk, Uncertainty and Profis
(Boston: Houghton Mifflin, 1921), p. 193.

13. Edward H. Chamberlin, Monopolistic Comperition, 6th ed. (Cambridge, Mass.:
Harvard University Press, 1950), p. 4.




10 The Logic of Collective Action

ginal cost equals price and to ignore the effects of its extra output on
the position of the industry. It is true that the net result is that all
firms are worse off, but this does not mean that every ﬁrm has not
maximized its profits. If a firm, foresceing the fall in price resulting
from the increase in industry output, were to restrict its own output,
it would lose more than ever, for its price would fail quite as m.uch
in any case and it would have a smaller output as well. A ﬁm} in a
perfectly competitive market gets only a small part of tluf benehit (or
a small share of the industry's extra revenue) resuling from a
reduction in that firm's output.

For these reasons it is now generally understood that if the firms
in an industry are maximizing profits, the profits for the industry as
a whole will be less than they might otherwise be.!* And almost
everyone would agree that this theoretical conclusion fits the facts for
markets characterized by pure competition. The important point is
that this is true because, though all the firms have a common interest
in a higher price for the industry’s product, it is in the interest of
each firm that the other firms pay the cost—in terms of the necessary
reduction in output—needed to obtain a higher Pricc:

About the only thing that keeps prices from falhn.g.m accordanc.c
with the process just described in perfectly competitive markets is
outside intervention. Government price supports, tariffs, cartel agree-
ments, and the like may keep the firms in a-comp'ctitivc n?arkt.:t
from acting contrary to their interests. Such :n'd or intervention is
quite common. It is then important to ask how it comes abo_ut. ng
docs a competitive industry obtain government assistance in main-
taining the price of its product?

Consider a hypothetical, competitive industry, .and suppose that
most of the producers in that industry desire a tanf?, a price-support
program, or some other government intervention to increase the price
for their product. To obtain any such assistance from the government,
the producers in this industry will presumably havc{ to organize a
lobbying organization; they will have to become an ‘acuve pressure
group.!® This lobbying organization may have to conduct a con-

14. For a fuller discussion of this question sce Mancur Olson, Jr., and David

McFarland, “The Restoration of Pure Monopoly and the Concept of the Industry,
Quarterly Journal o] Economics, LXXVI (November 1962), 613—631.. ) )

15. Robert Michels contends in his classic study that "dc.moc.:ncy' is inconceivable
without organization,” and that “the principle of organization is an abwlulf:ly
essential condition for the political struggle of the masses.” See his Political Parties,

-
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siderable campaign. If significant resistance is encountered, a great
amount of money will be required.!® Public relations experts will be
needed to influence the newspapers, and some advertising may be
necessary. Professional organizers will probably be needed to organ-
ize “spontaneous grass roots” mectings among the distressed pro-
ducers in the industry, and to get those in the industry to write
letters to their congressmen.'” The campaign for the government
assistance will take the time of some of the producers in the industry,
as well as their money.

There is a striking parallel between the problem the perfectly
compctitive industry faces as it strives to obtain government assist-
ance, and the problem it faces in the marketplace when the firms
increase output and bring about a fall in price. Just as it was not
rational for a particular producer to restrict his output in order that
there might be a higher price for the product of his industry, so it
would not be rational for him to sacrifice his time and money to
support a lobbying organization to obtain government assistance for
the industry. In neither case would it be in the interest of the indi-
vidual producer to assume any of the costs himself. A lobbying
organization, or indeed a labor union or any other organization,
working in the interest of a large group of firms or workers in some
industry, would get no assistance from the rational, self-interested
individuals in that industry. This would be truc even if everyone in
the industry were absolutely convinced that the proposed program
was in their interest (though in fact some might think otherwise
and make the organization’s task yet more difficult).®

Although the lobbying organization is only one example of the
logical analogy between the organization and the market, it is of

trans. Eden and Cedar Paul (New York: Dover Publications, 1959), pp. 21-22. See
also Robert A, Brady, Business as a System of Power (New York: Columbia University
Press, 1943), p. 193,

16. Alexander Heard, The Costs of Democracy (Chapel Hill: University of North
Carolina Press, 1960), especially note 1, pp. 95-96. For example, in 1947 the National
Association of Manufacturers spent over $4.6 million, and over a somewhat longer
period the American Medical Association spent as much on a campaign against
compulsory health insurance.

17. “If the full truth were ever known . . . lobbying, in all its ramifications, would
prove to be a billion dollar industry.” U.S. Congress, House, Select Committee on
Lobbying Activities, Report, 81st Cong., 2nd Sess. (1950), as quoted in the Congres-
sional Quarterly Almarac, 8lst Cong., Znd Sess.. VI, 764-765.

18. For a logically possible but practically meaningless cxception to the conclusion
of this paragraph, see footnote 68 in this chapter.
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some practical importance. There are many powerful and well-
financed lobbies with mass support in existence now, but thcsc' lobpy-
ing organizations do not get that support because of 'thcir lcglslatch
achievements. The most powerful lobbying organizations now ohtm'n ~
their funds and their following for other reasons, as later parts of this
study will show. o

Some critics may argue that the rational person will, indeed,
support a large organization, like a lobbying organization, that .\vmks
in his interest, because he knows that if he does not, others wn!l not
do so cither, and then the organization will fail, and he will bc
without the bencfit that the organization could have provided. Thl.s
argument shows the need for the analogy with the perfectly competi-
tive market. For it would be quite as reasonable to argue that prices
will never fall below the levels a monopoly would have char'gcd in
a perfectly competitive market, because if one firm increased its out-
put, other firms would also, and the price would fall; Put each ﬁ.rm
could foresee this, so it would not start a chain of pncc-dcs(roymg
increases in output. In fact, it does not wr?rk out this way in a
competitive market; nor in a large organization. When the nu.mbc.r
of firms involved is large, no one will notice the effect on price if
one firm increases its output, and so no one will change his plans
because of it. Similarly, in a large organization, the loss of one dues
payer will not noticeably increase the burden for any othcr-fogc
dues payer, and so a rational person would not bchc\.rc that if he
were to withdraw from an organization he would drive others to
do so.

The foregoing argument must at the least have some rclcyansc to
cconomic organizations that are mainly means lhro.ugh which |nd.l-
viduals attempt to obtain the same things they obtain through t.hcu'
activities in the market. Labor unions, for cxamplc., are organizations
through which workers strive to get the same things they get W.I(h
their individual efforts in the market—higher wages, l?cttcr working
conditions, and the like. It would be strange indeed xf‘ the workers
did not confront some of the same problems in the union that they
meet in the market, since their eflorts in both places have some of the

ame purposes. . ‘
S Ho&cvss similar the purposes may be, critic.s may object that atti-
tudes in organizations are not at all like those in markets. lf‘ organ(;—
zations, an emotional or ideological element is o.ftcn a!so mvolv: .
Does this make the argument offered here practically irrclevant!

A Theory of Groups and Organizations 13

A most important type of organization—the national state—will
serve to test this objection. Patriotism is probably the strongest non-
economic motive for organizational allegiance in modern times. This
age is somctimes called the age of nationalism. Many nations draw
additional strength and unity from some powerful ideology, such as
democracy or communism, as well as from a common religion, lan-
guage, or cultural inheritance. The state not only has many such
powerful sources of support; it also is very important economically,
Almost any government is economically beneficial to its citizens, in
that the law and order it provides is a prerequisite of all civilized
economic activity. But despite the force of patriotism, the appeal of
the national ideology, the bond of a common culture, and the in-
dispensability of the system of law and order, no major state in
modern history has been able to support itself through voluntary
dues or contributions. Philanthropic contributions are not even a
significant source of revenue for most countries. Taxes, compulsory
payments by definition, are nceded. Indeed, as the old saying indi-
cates, their necessity is as certain as death itself.

If the state, with all of the emotional resources at its command,
cannot finance its most basic and vital activities without resort to
compulsion, it would seem that large private organizations might
also have difficulty in getting the individuals in the groups whose
interests they attempt to advance to make the necessary contributions
voluntarily.!® :

The reason the state cannot survive on voluntary dues or payments,

19. Sociologists as well as economists have observed that ideological motives alone

are not sufficient to bring forth the continuing effort of large masses of people. Max
Weber provides a notable example:

“All economic activity in a market economy is undertaken and carried through
by individuals for their own ideal or material interests. This is naturally just as true
when economic activity is oriented to the patterns of order of corporate groups . . .

“Even if an economic system were organized on a socialistic basis, there would be
no fundamental difference in this respect . . . The structure of interests and the
relevant situation might change; there would be other means of pursuing interests,
but this fundamental factor would remain just as relevant as before. It is of course
true that economic action which is oriented on purely ideological grounds to the
interest of others does exist. But it is even more certain that the mass of men do not
act in this way, and it is an induction from expericnce that they cannot do so and
never will . . .

“In a market economy the interest in the maximization of income is necessarily
the driving force of all economic activity.” (Weber, pp. 319-320.)

Talcott Parsons and Neil Smelser go cven further in postulating that “performance”
throughout socicty is proportional to the “rewards” and “sanctions” involved. See
their Economy and Society (Glencoe, 1li.: Free Press, 1954), pp. 50-69.
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but must rely on taxation, is that the most fundamental services a
nation-state provides are, in one important respect,” like the higher
price in a competitive market: they must be available to everyone
if they are available to anyone. The basic and most elementary
goods or services provided by government, like defense and police
protection, and the system of law and order generally, are such that
they go to everyone or practically everyone in the nation. It would
obviously not be feasible, if indeed it were possible, to deny the
protection provided by the military services, the police, and the courts
to those who did not voluntarily pay their share of the costs of
government, and taxation is accordingly necessary. The common or
collective benefits provided by governments are usually called “public
goods” by economists, and the concept of public goods is one of the
oldest and most important ideas in the study of public finance. A
common, collective, or public good is here defined as any good such
that, if any person X, in a group X, ..., Xi. ..., Xa consumes it,
it cannot feasibly be withheld from the others in that group.?! In

20. See, however, section E of this chapter, on “exclusive” and “inclusive” groups.

21. This simple definition focuses upon two points that are important in the present
context. The first point is that most collective goods can only be defined with respect
to some specific group. One collective good goes to one group of people, ancther
collective good to another group; one may benefit the whole world, another only two
specific people. Moreover, some goods are collective goods to those in one group and
at the same time private goods to those in another, because some individuals can be
kept from consuming them and others can't. Take for example the parade that is a
collective good to all those who live in tall buildings overlooking the parade route,
but which appears to be a private good to those who can see it only by buying tickets
for 2 scat in the stands along the way. The second point is that once the relevant
group has been defined, the definition used here. like Musgrave's, distinguishes col-
lective good in terms of infeasibility of excluding potential consumers of the good.
This approach is used because collective goods produced by organizations of all kinds
seemn to be such that exclusion is normally not feasible. To be sure, for some collective
goods it is physically possible to practice exclusion. But, as Hecad has shown, it is not
necessary that exclusion be technically impossible; it is only necessary that it be
infeasible or uneconomic. Head has also shown mast clearly that nonexcludability is
anly one of twa basic clements in the traditional understanding of public goods. The
ather, he points out, is “jointness of supply.” A good has “jointness™ if making it avail-
able to one individual means that it can be easily or freely supplied to others as well.
The polar case of jointness would be Samucelson’s pure public good, which is a good
such that additional consumption of it by one individual does not diminish the
amount available to others. By the definition used here, jointness is not a necessary
attribute of a public good. As later parts of this chapter will show, at least one type
of collective good considered here exhibits no jointness whatever, and few if any
would have the degree of jointness needed to qualify as pure public goods. Nonethe-
less, most of the collective goods to be studied here do display a large measurc of
jointness. On the definition and importance of public goods, sce John G. Head,
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other words, those who do not purchase or pay for any of the public
or collective good cannot be excluded or kept from sharing in the
consumption of the good, as they can where noncollective goods are
concerned.

Studcfxts of public finance have, however, neglected the fact that
the achicvement of any common goal or the satisfaction of any
common interest means that a public or collective good has been
provided for that group.** The very fact that a goal or purpose is
common to a group means that no one in the group is excluded from
the b‘cncﬁt or satisfaction brought about by its achievement. As the
opening paragraphs of this chapter indisated, almost all groups and
organizations have the purpose of serving the common interests of
.thcnr members. As R. M. Maclver puts it, “Persons . . . have common
interests in the degree to which they participate in a cause . . . which
i‘ndivisibly embraces them all.” 2 It is of the essence of an organiza-
tion that it provides an inscparable, generalized benefit. It follows
that t.hc provision of public or collective goods is the fundamental
f}lncuOn of organizations gencrally. A state is first of all an organiza-
tion that provides public goods for its members, the citizens; and
other types of organizations similarly provide collective goods for
their members.

And just as a state cannot support itself by voluntary contributions,
or by 'sclli.ng its basic services on the market, ncither can other large
organizations support themselves without providing some sanction,

"l.’ublic Goods and Public Policy,” Public Finance, vol. XVII, no. 3 (1962), 197-219;
Richard Musgrave, The Theory of Public Finance (New York: McGraw-H'ill 1959):
Pnu‘l.A. Samuelson, “The Pure Theory of Public Expenditure,” "Diagramm'a(ic Ex:
position of'A Theory of Public Expenditure,” and “Aspects of Public Expenditure
Theories,” in Review of Economics and Statistics, XXXVI (November 1954), 387-
390, XXXVI} (November 1955), 350-356, and XL (November 1958), 332—33,8. For
son;ewhat dnﬁcren( opinions about the usefulness of the concept of public gnods, see
Julius M'argohs, “A Comment on the Pure Theory of Public Expenditure,” Rtm'e:u of
.I:"ronomna and Statistics, XXXVl (November 1955), 347-349, and Gerhard Colm
Th'cory Pf Public Expenditures,” Annals of the American Academy of Political aul.
Social Samre., CLXXXIH (January 1936), 1-11.
. 22, '.l'hcre is no necessity that a public good to one group in a society is necessarily
in the interest of the socicty as a whole. Just as a tariff could be a public good to the
industry that sought it, so the removal of the tariff could be a public good to those
who con‘sumed.thc industry’s product. This is equally true when the public-good
concept is lellcd only to governments; for a military expenditure, or a tariff, or
an immigration restriction that is a public good to one country could be a "pu'blic
bad” to another country, and harmful to world socicty as a whole.

23. R. M. Maclver in Encyclopacdia of the Social Sciences, VII, 147,
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or some attraction distinct from the public good itsclf, that w.lll l.cad
individuals to help bear the burdens of maintaining thF organization.
The individual member of the typical large organization is in a
position analogous to that of the ﬁn‘n in a pcrfcctl).' comp}:lmvc
market, or the taxpayer in the state: his own cﬁ'ortf will not havc: a
noticeable effect on the situation of his organization, and he c:‘n
enjoy any improvements lf)r;:}]ght abc')ut(!')ynothcrs whether or not he
d in support of his organization. o

ha'srl‘l‘:;:kics no sulg‘;cstion here that states or other orgamzau?(rl\s
provide only public or collective goods. Governments oft;n provxnc
noncollective goods like electric power, for cxn.mplc, and they ulzluad y
sell such goods on the market much as private firms would os.
Moreover, as later parts of this study will argue, large orgamzauc.)g
that are not able to make membership con.xpulsory must also t;:;ovn e
some noncollective goods in order to give potential members an
incentive to join. Still, collective goods‘arc the characul:nsnc g:gan;:
zational goods, for ordinary noncollective goods can always c:)ror
vided by individual action, and only \'vhc'rc common purpos : or
collective goods are concerned is organization or group action

indispensable.?*
C. THE TRADITIONAL THEORY OF GROUPS

There is a traditional theory of group behavior that 1r|:ighcxt:y
assumes that private groups and associations opcra:;lc acior' l:ii (:
principles entirely different from those that govern the rii a:l}:: sm;::
among firms in the maketplace or between taxpayers aln s oé
This “group theory” appears to be one of the pnncnp:;l con;c:n : of
many political scientists in lhc.Umtcd States, as ;:lcl ?sts | T]h r
preoccupation of many sociologists and social psycho o}gls bc b
traditional theory of groups, like most othFr thconcsi] as been e
veloped by different writers wifh varying views, and there 12 :;,c; o
ingly an incvitable injustice in any attempt to give a

follow that organized or coordinated group action is

2. It docs n, b vim ood. Sce section D of this chapter, *Small

always necessary to obtain a collective g

"" a“ *” . .
Grg;pFor a discussion of the importance of “groups of various sorts and sizes

for the theory of politics, sec Verba, Small Groups and Polilicaé Behaviori‘c;l'r:fm::;
Government. For examp
Governmental Process; and Bentley, Process of ot e o 00
search and theory about groups in social psychology i
g:’:u:fbl;::;tiu, ed. Cartwright and Zander, and Small Groups, ed. Hare, Borgatta,

and Bales.
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treatment to these different views. Still, the various exponents of the
traditional understanding of groups do have a common relation-
ship to the approach developed in the present study. It is therefore
appropriate to speak here in a loose way of a single traditional theory,
provided that a distinction is drawn between the two basic variants
of this theory: the casual variant and the formal variant.

In its most casual form, the traditional view is that private organi-
zations and groups are ubiquitous, and that this ubiquity is due to a
fundamental human propensity to form and join associations. As the
famous Italian political philosopher Gaetano Mosca puts it, men have
an “instinct” for “herding together and fighting with other herds.”
This “instinct” also “underlies the formation of all the divisions and
subdivisions . . . that arise within a given society and occasion moral
and, sometimes, physical conflicts.”2® Aristotle may have had some
similar gregarious faculty in mind when he said that man was by
nature a political animal.*” The ubiquitous and inevitable character
of group affiliation was emphasized in Germany by Georg Simmel,
in one of the classics of sociological literature,?® and in America by
Arthur Bentley, in one of the best-known works on political
science.®® This universal joining tendency or propensity is often
thought to have reached its highest intensity in the United States.*®

The formal variant of the traditional view also emphasizes the
universality of groups, but does not begin with any “instinct” or
“tendency” to join groups. Instead it attempts to explain the associa-
tions and group affiliations of the present day as an aspect of the
evolution of modern, industrial societies out of the “primitive”
socictics that preceded them. It begins with the fact that “primary
groups” *'—groups so small that each of the members has face-to-face

26. The Ruling Class (New York: McGraw-Hill, 1939), p. 163,

27. Politics 1.2.9.1253a. Many others have also emphasized the human propensity
towards groups; sec Coyle, Sorval Process in Organized Groups; Robert Lowie, Social
Organization (New York: Rinchart & Co., 1948); Truman, especially pp. 14-43.

28. Georg Simmel, Conflict and the Web of Group Affiliations, trans. Kurt Wolff
and Reinhard Bendix (Glencoe, Ill.: Free Press, 1950).

29. Bentley, Process of Government.

30. Alexis de Tocqueville, Democracy in America (New York: New American
Library, 1956), p. 198; James Bryce, The American Commonwealth, 4th ed. (New
York: Macmillan, 1910), pp. 281-282; Charles A. Beard and Mary R. Beard,

The Rise of American Civilization, rev, ed. (New York: Macmillan, 1949), pp. 761~

762; and Daniel Bell, The End of Ideology (Glencoe, 1Il.; Free Press, 1960), esp.
p. 30.

31. Charles H. Cooley, Social Organization (New York: Charles Scriboer's Sons,
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h the others—like family and kinship groups are
predominant in primitive societics. As Talcott Parsons contends, “it
is well.known that in many primitive societies there is a sense in
which kinship ‘dominates’ the social structure; there arc few concrete
structures in which participation is independent of kinship status.” 32
Only small family or kinship type units represent the interests of the

individual. R. M. Maclver describes it this way in the Encyclopaedia

of the Social Sciences: “Under more simple conditions of society the

social expression of interests was mainly through caste or class
groups, age groups, kin groups, neighborhood groups, and other
unorganized or looscly organized solidaritics.” 33 Under “primitive”
conditions the small, family-type units account for all or almost all
human “interaction.”
But, these social theorists contend, as socicty develops, there is
structural differentiation: new associations emerge to take on some
of the functions that the family had previously undertaken. “As the
social functions performed by the family institution in our society
have declined, some of these secondary groups, such as labor unions,
have achieved a rate of interaction that cquals or surpasses that of
certain of the primary groups.” > In Parsons’ words, “It is clear that
in the more ‘advanced’ societics a far greater part is played by non-
kinship structures like states, churches, the larger business firms,
universities and professional societies . . . The process by which
non-kinship units become of prime importance in the social structure
inevitably entails ‘loss of function’ on the part of some or even all
"of the kinship units.”*® 1f this is true, and if, as Maclver claims,
«the most marked structural distinction between a primitive society
and a civilized socicty is the paucity of specific associations in the one

relationships wit

—_—
1909), p. 23; George C. Homans, The Human Group (New York: Harcourt, Brace,

1950), p. 1; Verba, pp. 11-16.
32. Talcott Parsons and Robert F. Bales, Family (Glencoe, Il.: Free Press, 1955),

p. 9; see also Talcott Parsons, Robert F. Bales, and Edward A. Shils, Working Papers
in the Theory o} Action (Glencoe, 1IL.: Free Press, 1953).

33. Maclver in Encyclopaedia of the Social Sciences, VII, 144-148, esp. 147. Sec

also Truman, p. 25.
34. Truman, pp. 35
Anthropology (New York: Henry Holt, 1942), p|
35. Parsons and Bales, p. 9. See also Bernard B
Apathy in Associations,” in Studies in Leadership,
York: Harper, 1950}, pp- 477
trial Revolution (Loodon: Routledge & Kegan Pa

-36; see also Eliot Chapple and Carlton Coon, Principles of
p. 443-462.

arber, "Participation and Mass
ed. Alvin W. Gouldner (New

—505, and Neil J. Smelser, Social Change in the Indus-
ul, 1959).
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;:nd their x-nulliplicity in the other,” *® then it would seem that the
arge association in the modern society is i
ociety is in some i
lent of the small i i d that the large,
group in the primitive societ d th
modern association and th imiti ALY
¢ small, primitive grou i
' p must be explained
in \:;;lms Ef d?c same fundamental source or cause.?? ’
I at then is the fuqdam.cnt.al source which accounts alike for the
asmiali;'lma;y g;:l)ups in primitive socicties and the large voluntary
on of modern times? This the advo
cates of the formal vari
of the theory have left implici supposed
implicit and unclear. It
of the theory | : . It could be the supposed
},:;]s:,::;( :frlhtcndcncly " to form and join associations, whichpips the
¢ casual variant of the traditional view; thi i
hal . vari view; this predilec-
smauﬁ;': ,::{;n;?,% 1nd I)gmmg groups would then manifest itself in
inship groups in primitive societi i
d kins| eties and in lar
: pr ¢
hzl\:}x:\t::ypassgcﬁu%ns in fmodcm societies, This interpretation wou%d
robably be unfair to many of th i
e theorists who subscri
he _ an o subscribe
o l::lc] formal variant of the traditional theory, for many of them
pcns'[.css”\;ciluld not subscribe to any theory of “instincts” or “pro-
ities.” They are no doubt aware i
that no explanat h i
offered when the membershi i F Broups is said 1o be
ership of associatio is sai
Ghered when the me ns or groups is said to be
stinct” to belong; this
' ; merely adds a word
explanation. Any human acti inatinet or
tion. ction can be ascribed t insti
propensity for that kind of acti i rothing to our
action, but this add i
pr tha n, adds nothing to our
ki (::;l:d.gc.llf instincts or propensities to join groups are rgulcd out
; mng ess, \.avh.at then could be the source of the ubiquitous
tgh ::,!;s;a;; ;s::;cnatnons, lfargc and small, posited by the traditional
robably some of the traditional theori
d ? Prol ' theorists were thinking in
tif:nncu;)r(?:f terms—that is of the functions that groups or assfcia
sma:lo different types and sizes can perform. In primitive socictics
primary groups prevailed because they were best suited (or at

u ,26]4:1::[\&:':: If:)ry;logardm of the Social Sciences, VII, 144-148, esp, 147. S
XV Oy ]953') 2(')-“\,!:;"‘ 2 a Way of Life,"” American Journal of ’Son'o'la ce
XL uly 1938 A z i Walter Fl'rcy,' "Coalition and Schism in a Regional Co'y’
ot --soc:] Cl,u o :rir:‘anD ?:f;’mzanon, XV (Winter 1957), 17-20; ngbert Gol::
(]j;";"“: Ul'iiversity of Kansas lfr’:s:?‘l;:B;:,og“ltg; Eerprise, od. Seba Eldridge
. Po,zl;f:’dl:l;:rcr;t ;.mcrprcta_non of the voluntary association see Oliver Ga
Ontvenry Prec ;4 lt) e A;Tra? Medical Association (Cambridge, Mass.: Har:::::i'
Dot o“; P , p. 3 w.m the advent of political intervention and control
paricularly over e economy, it .becamc evident that the formation of poli %
bed to ballot or legislature. To fill the gap the Voluntaryp::zpwu'd
was

resorted to, not only by the individ i
roeonied vo. ot only ixnmam."m ual who felt himself alone, but by the govern-




